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SUBJECT: US-UK CIV AIR NEGOTIATIONS: SECOND REPORT 
ON JUNE 16 

1 . ASSESSMENT OE STATUS - FOLLOWING FULL DAY OF 
DISCUSSIONS IN VARYING DETAIL ON PRINCIPLE ISSUES - 
CAPACITY, ROUTES, CHARTER LINK - WE AND BRITISH 
REMAIN EAR APART ON EAIRLY LARGE NUMBER OE IMPORTANT 
POINTS. WE ARE CLOSE ON TARIEF ARTICLE AND DESIGNATION, 

AND THERE IS SOME ROOM EOR REACHING AGREEMENT ON 
VARIOUS SMALL ITEMS IN OTHER "HEARTLAND" ISSUES. INTRO- 
DUCTION OE BRITISH COUNTER-PROPOSALS ON CHARTER LINK AND 
ROUTES AT END OF AFTERNOON SESSION, HOWEVER, AS WELL AS 
CONTINUATION OE MORNING DISCUSSION ON CAPACITY, 

INDICATED LITTLE MOVEMENT ON THEIR SIDE TOWARD US 
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POSITIONS. NEW UK ROUTE PROPOSALS, IN FACT, CONTAINED 
SOME ELEMENTS OE REGRESSION. WE DID NOTE, HOWEVER, 

SOME MODERATION IN TONE OE BRITISH PRESENTATION, WHICH 
WE TOOK AS REFLECTION OE SHOVELTON’S HAVING HAD 
OPPORTUNITY DURING LUNCH BREAK TO READ EULL TEXT OE 
PRESIDENT'S LETTER. SHOVELTON IS MEETING LATE THIS 
AETERNOON WITH DELL; WE ASSUME THAT AT THAT MEETING HE 
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WILL RECEIVE FULL INSTRUCTIONS CONCERNING STANCE HE IS 
TO TAKE IN VIEW OE PRESIDENT'S LETTER. BRITISH POSITION 
AT NEGOTIATING SESSION TOMORROW MORNING, THEREEORE, WILL 
PROBABLY BE CRUCIAL INDICATION OE HOW NEXT EEW DAYS 
WILL UNEOLD. 

2. MORNING MTG REPORTED IN LONDON 9949. 

3. AFTERNOON MEETING ADDRESSED PRIMARILY CAPACITY, WITH 
BRIEE DISCUSSION OF DESIGNATION. UK SUBMITTED 
COMPREHENSIVE NEW ROUTE PROPOSALS WITH APPLICABLE 
NOTES ON EXTENT OE PERMITTED OPERATIONS. 

4. CAPACITY. DISCUSSION ON PARA 6 OF US DOC 8, REV IV. 

A. PARA 6 OK 

B. LATTER PART OP PARA 7 ON PENALTIES EXTREMELY 
COMPLEX. 

C. SUGGESTED AIRLINE FAILING BY MORE THAN 10 PERCENT 
SHOULD SIMPLY BE ALLOWED ONLY TO OPPER ONLY CAPACITY 
OP PREVIOUS CORRESPONDING SEASON. 

D. UK DOES NOT WANT MECHANISM TO EXPIRE APTER 5 YEARS. 

E. UK OBJECT TO PACT THAT SMALLER CARRIER MIGHT NEVER 
BE ABLE TO MATCH LARGER CARRIER IN CAPACITY - SMALLER 
CARRIER MAY BE SUBJECT TO DISPROPORTIONATE PENALTY. 

P. AGAIN OBJECTED TO ABILITY TO CHALLENGE ONLY 
INCREASES IN FREQUENCY. WANT MECHANISM TO ADDRESS 
DECLINING OR STATIC MARKETS EXPLICITLY - ESPECIALLY AS 
INTRODUCTION OP NEW GATEWAYS MAY RESULT IN EXISTING 
ONES DECLINING OR LEVEL TRAPPIC. 
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G. PRESSED FOR INDUSTRY SEAT FACTOR STANDARD. 

5. DESIGNATION. SHOVELTON ASKED POR DELAY IN DUAL 
DESIGNATION AT LA, UNTIL US ACHIEVES SINGLE DESIGNATION 
AT SPO, BOSTON. 

6. NEXT MTG SCHEDULED FOR FRIDAY AM. 

BREWSTER 
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